August 19, 1981
NUVMBER 1015. i

ASD (MRA&L)

Department of Defense Directive

SUBJECT Establishment, Mnagenent, and Control of Nonappropri ated
Fund Instrumentalities

References: (a) DoD Instruction 1000.15, “Private O ganizations on

DoD Installations, " Septenber 22, 1978

(b) DoD Directive 1125.3, Wending Facility #ogram for
the Blind on Federal Property, " April 7, (9L/8

(c) DoD Directive 1330.9, “Arned Services Exchange
Regul ations, " July 8,1980

(d) DoD Instruction 7700.18, “Nonappropriated and Privately
Funded Construction Projects - Review and Reporting
Procedures, " July 24, 1978

(e) through (1), see enclosure 1

A. PURPCSE
This Directive;

1. Presents policies for the establishnent and disestablishment of
Nonappropriated Fund Instrunentalities (NAFIs).

2. Provides a standard classification systemfor NAFIs.
3. Assigns responsibilities for the managenent and control of NAFIs .

B.  APPLICABILITY AND SCOPE

1. The vprovisions of this Directive apply to the Ofice of the
Secretary of Defense, the Mlitary Departnments (hereafter referred
to as “DoD Conponents,”) the Joint Chiefs of Staff, the Unified and
Speci fied Conmands, and the Defense Agencies. The term“Mlitary
Services” as used herein, refers to the Arny, Navy, Ar Force and
Mari ne Cor ps.

2. The following funds are admnistered and nmanaged in accordance
with separate DoD Conponent regulations and are excluded fromthis
Directive:

a. Al funds accounted for under U S. Treasury synbols (to
i ncl ude Arned Services Commissary Store Surcharge Funds) and resources
acquired with appropriated funds.

b. Patients’ trust funds.

c. Prisoners’ personnel deposit funds.




d. Contractor and subcontractor funds (including concessionaire funds)
on DoD installations.

e. Tunds of private organizations (as defined in DoD Instruction
1000. 15, reference (a)).

f. Mdshipnen's Store, United States Naval Acadeny.
g. Cadet and m dshi pnmen personnel trust funds at service academ es.
h.  Naval honme resident trust funds.

Sol dier and airmen’s home personal trust funds.

J. Vending facilities operated by the blind |icensees under the
provisions of DoD Directive 1125.3 (reference (b)).

C. DEFINTIONS

The terns used in this Directive are defined in enclosure 2.

D. POLICY

1. It is the policy of the Departnent of Defense to pronote and provide
wel | -rounded U Qrale, welfare, and recreation (MWR) programs to ensure the nental
and physical well-being of its personnel. Admnistration of nonappropriated
funds (NAPs), which contribute to the support of these programs, shall be ac-
conplished only through the auspices of a duly authorized NAFI (as defined
herein) specifically established for this purpose.

2. A NAFI shall be established only upon the witten authority of the
Assi stant Secretary of Defense (Manpower, Reserve Affairs, and Logistics (ASD
MRA&L)) or the Secretary of a MIlitary Department or designee. A request to
establish a NAFI shall include but not be limted to the purpose of the NAFI;
menbership provisions, if applicable; types of functional activities to be
conducted; and a financial plan to opera’ te these activities.

3. Joint NAFIs nay be established by agreenent between the Secretaries
of the MIlitary Departments concerned. A single Mlitary Departnment shall be
desi gnated to coordinate reporting to and conmmuni cation with the ASD(MRA&L)
concerning each joint NAFI , except for communications of the Secretary of a
Mlitary Departnent prescribed by DoD Directive 1330.9 and DoD Instruction
7700.18 (references (c) and (d)). The joint agreenent shall also include
provisions for the establishment or designation of the successor NAFI within”
each of the participating Departnents.

4. Unless exenpted in witing by the ASD(MRA&L) or the Secretaries of
Mlitary Departnents or designees, an advisory group shall be designated for
each NAFI (optional for Category VII, Common Services NAFIs) to ensure that

it is responsive to the needs of the personnel. ‘The conposition, function,
and purpose of this advisory group shall be determned by the Mlitary
Department concerned . In addition to the advisory groups, joint NAFIs w ||

have-a governi ng body known collectively as the Board of Directors.
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5. Individuals, units, organizations, or installations shall have no
proprietary interest in NAFI funds or other assets. Excess or residual accum-
ulations of NAFI assets acquired by a NAFI, may be redistributed to other
NAFIs, or ot herw se disposed of, in accordance wth policies and procedures
established by the Secretary of the MIitary Departnment concerned.

6. NAFI funds or assets may not be transferred to private organizations
as dividends or other distributions.

7. \Wen control of an installation or organization is transferred from
one Mlitary Departnent to another or to another U S. Governnent departnent or
agency, the disposition of NAFI assets or liabilities shall be determ ned
through negotiation. These negotiations shall assure a fair and equitable
distribution of assets in consideration of current and foreseeable require-
ments of the affected installations or organizations.

8. Managenent and control of NAFlIs shall be exercised in accordance wth
the provisions of references (c), and (e) through (j), enclosure 1.

E. RESPONSI BI LI TI ES

1. The Assistant Secretary of Defense (Minpower, Reserve Affairs, and
Logi stics), pursuant to DoD Directive 5124.1 (reference (k)), is the principal
staff assistant to the Secretary of Defense for norale, discipline, and welfare
matters, including policy on the adm nistration of NAFIs. In discharging this
responsi bility, the ASD(MRA&L) shall:

a. Develop and promul gate broad policy and other guidance to ensure
proper adm nistration and managenent of NAFIs.

b. Monitor conpliance with all NAFI guidance pronul gated by the OSD.

c. Serve as the principal point of contact on policy matters between
the 0SD and the MIlitary Departnents.

d. Establish necessary advisory groups, with representation from DoD
Conponents, to assist in fornulation and review of DoD policies pertaining to
NAFIs . Standing advisory groups shall include but not be limted to the DoD
MAR Coordinating Committee; the DoD Nonappropriated Fund Persomnel Policy Com
mttee; and the DoD Nonappropriated Fund Retirement and | nsurance Committee.

2. The Deputy Assistant Secretary of Defense (Adm nistration) shall
supervi se and adm nister the affairs of MAR activities wwthin the immediate
offices of the Secretary of Defense and the Joint Chiefs of Staff in accordance
wth policies contained in this Directive and in DoD Drective 5120.18 (refer-
ence (e)).

3. Heads of DoD Conponents, or their designees, are delegated the authority
to establish, maintain, and disestablish NAFIs. Specifically, they shall:

a.. Mintain a current listing, except for Category IlI-A conpany or
unit-level Mlitary General Welfare and Recreation NAFIs (enclosure 3) , ident-
i fying and cl assifying each NAFI.



b. Assign organizational responsibility for NAFI managenment, adm n-
i stration, and control.

c. Provide for the periodic review and audit of NAFIs to assure
continued need for each of the functions perforned and that those needs are
being met in accordance with sound business practices.

d. Mintain program performance and financial management information,
and furnish required reports consistent with the provisions of DoD Directive
5000.19 (reference (f) and DoD Directive 5000.11 (reference (g)).

4, Directors of Defense Agencies; Conmanders of Unified and Specified
Conmands and Chi efs of Military Assistance Advisory Goups and Mssions shall:

a. Establish, manage, and control NAFIs, in accordance with the
regulations of a single Mlitary Departnent , normally that Department with
adm nistrative and |ogistical support responsibility, in accordance with DoD
Directive 5100.3 (reference (h)).

b. Before establishing NAFIs, submt in witing a request to the
Secretary of the Mlitary Departnent concerned, or designee, for authority to
establish NAFIs, as prescribed by the regulations of that Departnent.

c. Submt a request to the MIlitary Departnent concerned for authority
to continue NAFIs, established as of the date of this Drective, under the
regul ations of that Departnent.

d. Be subordinate to the MIlitary Departnent concerned, or designee,
for purposes of conpliance with DoD Instruction 1000.15, DoD Directive 1330.9,
and DoD Instruction 7700.18 (references (a), (c), and (d) as inplenented by the
regul ations of that Departnment.

F.  PROCEDURES

1. Criteria for Establishnment or D sestablishment of NAFI.

a. Establishnent

(1) To establish a NAFI, the establishing authority nust determ ne
that there is a valid requirement for a separate organizational and fiscal
entity to support a MWR activity. The nature of the requirenent Oust be such
that the protection and immunities accorded an instrunentality of the U S
Government are necessary, and there is no prohibition by or conflict with
federal statutes, Status of Forces Agreenents, treaties, or applicable federa
regulations. At |east one successor NAFI wll be established or designated
at DoD Conponent headquarters level; others nay be established or designated at
t hose organi zational |levels within the Conponent when necessary.

(2) Subsequent to the publication of this Directive, joint NAFIs
may be established by agreenent between the heads of two or nore Conponents,
subject to the approval of ASD(MRA&L). The joint agreement shall include
provi sions for establishnment or designation of the successor NAFI w thin each
of the participating Conponents.
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b. Disestablishnment

(1) When no longer required, a NAFI shall be disestablished in

witing by the same 'authority by which established or as otherwi se directed by
ASD(MRA&L) .

(2) In case of NAFI disestablishnent due to a conplete or partial
closure of a mlitary installation or to a cutback in DoD personnel (civil-
lan or mlitary), NAFI assets shall be redistributed in accordance with the
provi sions of DoD Directive 5410.12 (reference (i)).

2. Inter-Ogani zation Host/ Tenant NAFlI Rel ati onshi ps

a. Provisions of DoD Directive 4000.19 (reference (j)) are applicable
to interservice, interdepartmental, and interagency support.

b. \WWen organi zations, units, or individuals of a Mlitary Department
or Defense Agency are stationed,either within the United States or overseas, at
an installation of another service, the installation commander’s responsibility
for NAF instrunentalities and the responsibility for the provisions of funds
devol ves upon the command of the installation at which such organization,
unit, or individual is stationed. DoD organizations or units so stationed
shall be afforded NAF benefits and facility use privileges on the sanme basis
as those afforded organizations or units of the parent service of the in-
stallation. Al personnel of tenant organizations and units shall be
af forded equal opportunity to participate in MWR programs; to obtain nenbership
in MWR activities, if applicable; and when Departnental policies provide for
distribution to be nade on this basis, to be counted for purposes of distri-
buting NAPs.

c. Exceptions to the policies in 2.b., above, may be granted under
agreements between the Mlitary Departments or Defense Agencies concerned.

3. Standard C assification System For DoD NAFIs.

a. (Cenera
(1) The purposes of classifying NAFIs are:

(a) To assure uniformty within the Departnment of Defense in
the establishnment, managenent, allocation of resource support, and control of
NAFIs .

(b) To assure understanding of the essential relationships
of NAFIs to the provision of well-rounded DoD MWR prograns.

b. Categories of DoD NAFIs

(1) NAFIs shall be classified into one of eight categories as
shown in enclosure 3. Al reports submtted to OSD shall reflect personnel
and financial managenent data in the categories prescribed in this enclosure.
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(2) In approving NAFIs for establishnent, the MIlitary Departnents
shal | structure NAFI operations to conformwth the types of activities |isted
in enclosure 3, except that Open Messes (Category V) may operate al coholic
beverage package stores (Category |l) as separate fiscal entities. Reports
to OSD for such package stores shall reflect personnel and financial Mnage-
ment data in Category I1.

(3) Efforts shall be directed to structuring operations in exist-
ing NAFIs to that prescribed in enclosure 3 by January 1982, except that Qpen
Messes (Category V) may continue to operate existing swinmng pools and tennis
courts (Category III.B). Secretaries of MIitary Departments, or their designees,
may grant additional exceptions, provided that witten notification is furnished
to the OASD{MRA&L) by January 1, 1982.

G EFFECTI VE DATE AND | MPLENMENTATI ON

This Directive is effective inmediately. Forward two copies of
| mpl enenting docunents to the Assistant Secretary of Defense (Manpower,
Reserve Affairs, and Logistics) within 120 days.

o

ank C. Carlucci
Deputy Secretary

Encl osures - 3
1.  References
2. Definitions
3. Categorization of MAR Activities and Supporting NAFIs.
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REFERENCES ( Cont i nued)

(e) DoD Directive 5120.18, “DoD Concessi ons Committee,"” April 8, 1980

(f) DoD Directive 5000.19, “Policies for the Managenent and Control of
| nformati on Reauirenents.” 12 March, 1976

(g) DoD Directive 5000.11, "Data El enents and Data Codes Standardi zation
Procedures,” 27 April, 1965

(h) DoD Directive 5100.3, *“Support of the Headquarters of Unified, Specified
and Subordinate Joint Commands,” March 17, 1980

(i) DoD Directive 5410.12, “Econom c Adjustnent Assistance to Defense |npacted
Comunities,” April 21, 1973 ‘

(j) DoD Directive 4000.19, “Basic Policies and Principles for Interservice,
| nterdepartmental and | nteragency Support,” Mrch 27, 1972

(k) DoD Directive 5124.1, *“Assistant Secretary of Defense (Manpower, Reserve
Affairs and Logistics), April 20, 1977

(1) DoD Instruction 7000.12, “Financial Mnagenent of Nonappropriated Funds
and Rel ated Appropriated Resources,” July 17, 1974
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DEFI NI TI ONS

1. Mrale, Wlfare and Recreation (MWR) Activities. Those activities exclu-
sive of private organizations as defined in DoD Instruction 1000.15 (reference
(a)) located on mlitary installations or on property controlled (by |ease or
other means) by a Mlitary Department, or furnished by a DoD Contractor that
provide for the confort, pleasure, contentnent, and mental and physical im
provenent of authorized DoD personel in terns of providing recreational and
free-tinme prograns, self-devel opment prograns, resale nerchandi se and ser-
vices, orgeneral welfare. MAR activities may be funded wholly wth appro-
priated funds, primarily with NAFs or with any conbi nation of appropriated and
NAFs .

2. Nonappropriated Fund Instrumentality (NAFI) . An integral DoD organiza-
tional entity that performs an essential government function. It acts inits
own nane to provide or to assist other DoD organizations in providing MWR
prograns for mlitary personnel and authorized civilians. It is established
and maintained individually or jointly by the Heads of DoD Conponents. As

a fiscal entity, it maintains custody of and control over its NAFs. It is
al so responsible for the exercise of reasonable care to adm nister, safeguard,
preserve, and maintain prudently those appropriated fund resources nade avail -
able to carry out its function. It contributes, with its NAPs to the MWR
prograns of other authorized organi zational entities, when so authorized. It
i's not incorporated under the laws of any state or the District of Colunbia
and it enjoys the legal status of an instrunentality of the United States.

3. Nonappropriated Funds (NAFs). Cash and ot her assets received by NAFIs
from sources other than nonies appropriated by the Congress of the United
States. NAFs are governnent funds; are used for the collective benefit of
mlitary personnel, their dependents, and authorized civilians who generated
them These funds are separate and apart from funds recorded in the books of
the Treasurer of the United States.

4, Successor and Central NAFIs. Terns explaining the financial relationships
that exist between NAFIs established within the DoD, Conponents. These relation-
ships are intended to assure that the financial admnistration of NAFIs within
the Department of Defense is not only responsive to the MAR needs of the
participants but also recognizes the necessity for a NAFI to be fiscally
responsible and financially solvent at all tines. More specifically:

a. Successor NAFI. A NAFI designated by DoD Conponents to provide
financial support and assistance to its assigned NAFIs, as required; receive
or redistribute excess assets of its assigned NAFI; receive or distribute
residual assets of a dissolved assigned NAFI; or assume residual liabilities
of a dissolved assigned NAFI.

b. Central NAFI. A successor NAFlI at a DoD Conponent or Mlitary Service
headquarters level. In the interest of clarity, the term“Central” shall be
used only to designate successor NAFIs at DoD Conponent or Mlitary Service
headquarters |evel.




cATEGORIZATION OF mwr ACTI VI TI ES AND SUPPORTING NAFIs

CATEGORY

EXPLANATION O EACH CATSGORY

TYPES OF MWR ACTTVITTES

. Arned Services

[I. Oher Resale
& Revenue-
Sharing

Includes the functions of providing
t hrough the Components’ Exchange
Systens rei nbursabl e goods and
services to authorized patrons, and
funds to support other designated
ated norale prograns.

Includes the functions of providing,
other then through exchanges,

rei mbursabl e goeds and services to
aut hori zed patrons, e nd funds to
support other designated norale
programs.

Headquarters |evel Exchange Fund Laundry

Reta i 1 store Watch repair o hop

Soda fountain & snack bar Radio & TV repair shop

Seer bar Tailor shop, including dry cleaning & pressing
Gasol i ne £illing station Shoe repair shop

Car wash Phot ographic e tudio

Restaurant & Cafeteria Vendi ng & amusement nachi nes

Bar ber shop G ocery section (when specifically authorized)
Beauty parl or Taxi cab & bua service

Aut onobi | e garage & service station Newstands

Cvilian Dining/Vending and other Resale Activities aand Services
Academic book atore

Stars and Stripes

Audi o/ Phot o (Resal e)

Class VI Stores/al coholic beverage package stores

I8 ‘61 3ny
(¢ T>ul) I1°S10%



CATEGCRI ZATI ON OF MWR ACTI VI TIES AND SUPPORTI NG NAFIs

CATEGORY EXPLANATT ON OF EACH CATEGORY TYPES oF MWR ACTI vI TI ES
(1. Mlitary I ncl udes those functions of pro- 111. A Headquarters Level MGW & R Fund
Gener al vialing welfare and recreation Ma | or Command Level MGW & R Fund
Velfare & prograns for military personnel. Installation Level M6W & R Fund
Recreation Category 111A NAFIs provi de NAP Conpany/ Unit Level M6W & R Fund
(MGW&R) support to those MWR activities Inmate Confinenent Wel f are Fund
in Category IIIB. Category 111. B.
ITIB activities are generally GROWP 1 GROUP 2
admi ni stered by special services, Category 11IB Li brari es Arts & Crafts (including Autonotive)
recreation directors, or officers. Sports/Athletic-Self Directed & Entertai nment (including Music &
Category IIIB activities will not Unit Level/ Intranural Theatre)
be established , organized, or operated Recreation Centers/Roon8 Qut door Recreation
as NAFIs. Shi pboard & 1sol at ed/ Depl oyed Swimming Pool s
Unit Motion Pictures Youth Activities
(Free Admi ssion) Sports-Conpetitive (above
Armed Forces Professional I ntranural)
Entertai nment Overseas Child Care Centers
Unit Level Programs/Activities St abl es
Marinas/Boating
Bow ing' (6 lanes or less)
GROUP_3
Bowling (nmore than 6 |anes) Snack Bars operated by
Motion Pictures (paid admission) Recreati on Programs
Bingo Skeet/ Trap Ranges
Gol f Armed Forces Recreation Centers
Skating Rinka Cabi n/ Cot t age
Pro Shopa Amusenent Machines
V. Givilian I ncl udes these functions of provid- Headquarters Givilian Enpl oyee General \Welfare & Recreation Fund
Enp 10 yee ing welfare and recreation prograns Maj or Command Civilian Enployee General Wlfare & Recreation Fund
Gener al for civilian personnel. Installation Cvilian Employee General Welfare & Recreation Fund
Vel fare & Civilian Welfare/Recreation Activities
Recreation
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CATEGORI ZATION OF MwR ACTIVITIES AND SUPPORTI NG NAF1s

CATSGORY EXPLANATI ON OF SACS CATEGORY TYPES oF MWR ACIT VITIES
V. Open MHesses Includes the function of providing Headquarters | evel military Open Mess Fund Food
messing including essential feeding, Major Command Level e ilitary Open Mess Fund Bar
where required, social programs, services, |nstallation Cub Management Office Cat ering
end facilities to nenbership groups Commissioned Officers Mess (Open Bingo
and support of protocol and official Senior/ Staff NCO/CPO Mess (Qpen Vendi ng Machines
functions. NCO/PO Mess (Open Asusement Huh*nec
Enlisted Mess open Swisming Pools
Consol i dat ed Mess Open Tennis/All Purpose Courta '
VI. Oher Menber- I ncludes the function of providing Headquarters Menbership Association Fund Community TV
ship Associa- morale prograns, services and facilities Ma jor Crid Membership Association Fund Motorcycle
tions (other than open nesses) to special Aero (Flying) Par achut e/ SQ Diving
interest groups. Amat eur Radio Scubal D vi ng
Boating/Sailing Rod ¢ nd Gun
Merchandise is sold ONly to members Horseback Riding
and is directly related tO the pur-
pose and function of the membership QO her wembership e csociationa may be e uthorized by the DeD
association. Conponents provided that facilities and activities donot
duplicate those in Category ||| B.
VIl. Common Includes o || NAFIs perfornmng con- Headquarter |evel Common Support Services Fund
Support SO | ids ted support services functions Maj or Command | evel Common Support Services Fund
Service such ¢ S accounting, procurenment or Installation Common Support Services Fund
NAFIs personnel services for more than one

category of MAFIs . Does not include
staff management functions et instal-
| ation, najor command, Or Service head-
quarters levels, the costs of which sre
allocated to the benefiting categories.

1Existing and underconstruction only. Future swimming pools and tennis couts will be in Category 111.
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CATEGORIZATION OF MWR ACTI VI TI ES AND SUPPCORTI NG NAFIs

CATEOORY EXPLANATION OF SACS CATEGORY TYPES O MWR ACTI vIiTIES
VI1 1. Supplemental | ncl udes all NAFIs providing MWR services as adjuncts Headquarters level Supplemental M ssion Fund
M ssion Services to training, health billeting, or other Oission support Acadeny Dining Hall Supplemental Mission Fund
NAFIs programs. (Note: Costa of missiom support prograns and Bi Il eting/ Housing (includes tenporary lodging facilities

personnel assigned to these program will be reported | AW & guest houses) Supplement-al M ssion Fund
DoD Instruction 7000.12 (reference (1)) only to the extent Thayer Hotel Supplenental Mission Fund

(Referred to in DoD Instruc- that they relate directly to the NAFI of its functions. Cadet Awards Suppl enental Miss ion Fund

tion 7000.12 (reference (1)) For exanple, costs of operating billets will not normally  Chaplain Religious Fund

as “Activity Mnagenent”) be charged to Category VIII. Billeting fund activities Dependent School Supplenental M ssion Fund
are limted to those that supplement the appropriated fund |n-Flight Services Suppl enental Missien Fund
program supporting the billeting mission activities, for Mlitary tluoeum H storical Supplenental Missien Fund
exanpl e, provision of room naid service. However, Vehicl e Registration Supplenental Mission Fund
billeting personnel who are assigned collateral duty of Animal Care Fund
col l ecting, accounting or disbursing of NAF should be Vol untary Contribution Supplemental Mss ion Fund
reported. Simlarly, if a part of a billet or small Acadeni ¢ Support Suppl emental Miss ion Fund
building is provided as a facility for uae of chamber- Commandant' a School Supplenental Mission Fund
maid or other billeting fund enployees, utility and Speci al Learning Center Supplenent M ssion Fund
other billeting fund enpl oyees, utility and other coat Cadet Restaurant
related to this NAFI function should be reported. ) Athletic Association Supplemental Mission Fund

U S. Disciplinary Barracks Suppl emental Mission Fund
Cadet Publications Suppl emental Missien Fund

NOTR (THI'S LIST OF MWwR ACTIVITIES IS EXEMPLARY ONLY AND IS NOT | NTENDED TO BE ALL | NCLUSI VE. ) DoD Conponents Oay approve additional MwR
activities in appropriate categories as required; Oanagement of MwR activities willbe consistent with their categorization. QOpen messes
(Cat. V) may manage al coholic beverage package stores (Cat. |1) as separate fiscale ntilites and exchanges (Cat. |) and may manage paid-
admi ssion motion pictures (Cat. IITB3) provided that separate financial records are maintained. Heada of DoD Conponents may authorize
simlar nmanagement arrangenent, as necessitated by efficiency or econony, provided that resources.re allocated and financial operation
are reported in accordance with DoD categorization.
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